programmes, and to certify skills; and, second, the degree to which practical training within firms is complemented by theory-based courses within educational establishments. In terms of labour markets, the critical elements are, firstly, the involvement of unions and professional associations in the provision of skills; secondly, the degree to which unions and professional associations are organized according to expertise, the enterprise, the sector, or the country; and, finally, the extent to which wage bargaining is centralized. These factors influence the mobility of workers between firms (and between sectors), organizational career structures, and collaboration not only between employers and employees, but also between different firms. This, once again, has implications for the type of activities that firms will be able to carry out competently, and their subsequent ability to compete successfully in certain product markets (Whitley, 1999 (Whitley, , 2007 .
Inter-firm co-operation is also influenced by the norms and values governing trust and authority relations. Trust in formal rules, regulations, and the agencies that enforce legislation, and contractual agreements has important implications for the governance of economic activities, and, hence, the types of firms that emerge as well as the capabilities that they are likely to have (Whitely, 1999 (Whitely, , 2007 . For instance, if investors do not trust the relevant agencies to enforce legislation and commercial agreements, they are unlikely to delegate any authority or decision-making powers to those to whom they do not have strong family or personal ties. Consequently, firms may well be small, and alliances between firms very difficult to forge. If trust is high, however, owners are more likely to share authority with some employees and business partners. As a result, large firms with, at least for some employees, career structures are likely to emerge. Thus, under contrasting levels of trust in formal rules and legal agencies, different types of firm are likely to become more common; their priorities will vary, as will their capabilities, and ability to compete successfully in different markets.
It is important to note that it is not just the individual elements that contribute to the characteristics of business systems, but also their interdependencies or complementarities (Whitley, 1999: 53-54 ; see also Crouch et al., 2005) . For instance, the ability of firms to adopt a long-term perspective on investment decisions, and employment relations, inter alia, can be promoted by owners, such as families with a controlling stake or banks, who are committed to the business. In terms of employment relations, such a long-term perspective is likely to complemented -or reinforced -if other institutions also exert a similar influence.
For example, labour-market institutions that grant employee representatives a say in strategy decisions or the organization of work within establishments are likely to restrain company's abilities to decrease the size of the workforce or to change the activities that are carried out by workers rapidly. This can encourage employers yet further to adopt a long-term approach to employees. Consequently, the mutual commitment between employers and employees is likely to increase; this, in turn, may then enable the company to encourage employees to invest in firm-specific skills that can aid competitiveness in certain sectors.
Although in discussions of business systems, Whitley (1999 Whitley ( , 2007 has linked particular types to countries or regions within countries, the business systems framework is, arguably, best treated a collection of ideal types in the Weberian sense (Morgan, 2007a) . In other words, Whitley (1999 Whitley ( , 2007 does not claim that the different business systems capture and reflect the complexities of countries or regions as they exist in reality. Therefore, the business systems framework should not be assessed on the extent to which any particular business system corresponds completely to any country or region. Similarly, the framework did not, initially, seek to provide a detailed analytical tool to assess the dynamics of capitalist systems.
Rather, Whitley claims that the types of business systems that he put forwards are logically consistent abstractions of socio-economic phenomena. Two important corollaries follow from this claim. Firstly, the discussion of business systems is limited to those that will not be undermined by logical inconsistencies (Whitley, 1999: 41; 2007: 11-12 ; cf. Wood and Frynas, 2006) . For instance, in one sense, it is, given the number of institutional domains that Whitley identifies as being important, possible that numerous business systems could existeven if those domains are treated in just a dichotomous way. However, many of these would suffer from severe tensions between particular institutional domains. For instance, finding a business system that combines a developmental state with strong unions and business associations that can pursue strategies that are independent of those of the state will be unlikely. Similarly, large vertically integrated firms are unlikely to form long-term alliances with other firms, as such companies will be able to draw on internally generated complementary assets and capabilities. In short, the theoretical business system associated with an empirically implausible firm type is not considered in the framework.
The second corollary relates to the analytical use of the framework. Arguably, the business systems approach should be used not just to identify the ways in which existing countries or locations do or do not conform to one or other business system (which forms part of the analysis by, for instance, Morgan and Kubo, 2005; Schneiberg, 2007) , but also to examine ways in which firms, regions and countries do not conform to the posited, logically consistent ideal types (Morgan, 2007a) . This can, for instance, involve an analysis of the conditions under which firms can draw on international resources to overcome institutional deficiencies to be competitive in particular industries (Allen and Whitely, 2012) . Alternatively, it could cover a close examination of the ways in which firms and other actors are able to shape their local institutional settings in ways that do not necessarily adhere closely to the ideal type, but that are designed to enhance competitiveness (Becker-Ritterspach et al., 2010; Casper and Whitley, 2004; Crouch et al., 2009) .
Differences to the 'Varieties of Capitalism' Framework, and Developments within the

Business Systems Framework
The key difference between the business-systems framework and the VoC paradigm lies, arguably, in the analytical focus that is placed on the firm. Despite claims to the contrary, the VoC paradigm places relatively little emphasis on the firm as a separately constituted collective actor that has varying autonomy (Allen, 2004; Crouch 2005; cf. Hancké, Rhodes and Thatcher, 2007) . Indeed, it could be argued that, within the VoC perspective it is not necessary to examine the specific managerial and organizational challenges that firms face, because the strategic objectives and associated organizational routines can be understood by analysing the national institutional setting of companies (Allen, 2004) . In other words, firms within any one country are, within the VoC framework, construed as being homogeneous. This is not the case in the business systems approach. Although it will not be possible to go into details here, the business-systems framework builds on contentions from the literature on the resource-based view of the firm (Whitley, 2007: 147-148; Whitley, 2010) , and the 'sectoral systems of innovation' approach (Casper and Whitley, 2004; Whitley, 2007: 204-206) . For instance, with the former, the businesssystems perspective shares an emphasis on explaining the detailed ways in which firms and the managers within them create collective competitive competencies (Dosi et al., 2000; Penrose, 1959; Teece et al., 1997) . This focuses the analysis on the activities and core tasks that are carried out within firms, the routines that are used to create and develop core competencies, the interdependencies between those various activities and routines, and the ways in which those interdependencies are managed. This approach can be contrasted to those that place greater emphasis on factors outside the firm in their analyses. For instance, transaction cost economics emphasizes the advantages or disadvantages associated with using the market or the firm -that is, hierarchically ordered processes within an organization -to perform economic activities. It highlights the costs that firms incur, if they use the market, to search for appropriate suppliers/customers, to draw up contracts, to monitor performance, and to enforce those agreements, if the other company fails to deliver the product or service in the right quantity or quality (Williamson, 1985) . Similarly, some strategy frameworks, such as Porter's (1979) five forces model focus on factors that are outside the company to help firms devise appropriate responses.
In common with the 'sectoral systems of innovation' approach, the business-systems approach seeks to anticipate the managerial and organizational challenges that firms are likely to face given the technological, knowledge, and competition characteristics within any firm's sub-sector (Malerba, 2002; Malerba and Orsenigo, 1997) . The ability to overcome these challenges will depend upon the establishment and development of a set of appropriate routines and capabilities. For instance, in firms that are attempting to overcome technological and market risks to develop radically new technologies, managers must be able to encourage employees to invest in skills that could become redundant if the firm were to fail. In other words, managers must be able to overcome the challenges associated with competence destruction. This can be done by offering employees relatively large stakes in the organization or by offering them substantial bonuses if the firm succeeds. By contrast, in firms in which employees face lower competence destruction risks, managers may need to encourage employees to invest in firm-specific skills that, by definition, are either of no value or cannot easily be sold to other employers. This challenge may be met by making credible commitments to them in the form of employment guarantees that are supported by strong legal rights for employee representatives (Casper and Whitley, 2004 ).
Yet, the business-systems framework is distinct from the resource-based view of the firm and the sectoral systems of innovation' perspectives: it stresses the importance of the interdependencies between firms' abilities to compete successfully by overcoming key organizational challenges through the creation and development of routines and capabilities, on the one hand, and the external institutional setting of firms, on the other (Casper and Whitley, 2004; Whitley, 2007) . For example, the ability of employers to make credible commitments to employees about their employment, and the use of their skills will be influenced by the presence of works councils, whose existence and powers do not depend upon employers, but on legislation, to monitor managers' behaviour (Croucher et al., forthcoming; Harcourt and Wood, 2007; Whitley, 1999) . It is these links that recent research has analysed (Allen and Whitley, 2012; Casper, 2007; Crouch and Voelzkow, 2009; Schneiberg, 2007; Sako and Jackson, 2006; Wilkinson and Fay, 2011) .
A number of corollaries follow from this analytical focus. Firstly, the specific institutional settings of firms become part of the research, as these cannot be inferred directly from the national or macro-level framework (Allen, 2004; Casper and Whitley, 2004; Morgan and Kubo, 2005) . Indeed, the particular institutional settings of firms can be shaped by the increasing internationalization of product, capital and some labour markets (Allen and Whitley, 2012; Almond, 2011; Casper, 2009; Lange, 2009) , so that it is not just the national institutional framework of the country that the firm is located in that is important, but those abroad, potentially, as well. Secondly, and consequently, this highlights the ways in which specific institutional settings may contain elements or resources that diverge from the archetypal institutional regimes (Lane and Wood, 2012; Schneiberg, 2007; Wood et al., 2009 ). Thirdly, it draws attention to the role of actors in shaping institutions, and, hence, how institutions may become the subject of contestation (Becker-Ritterspach et al., 2010; Crouch and Voelzkow, 2009; Djelic and Quack, 2003; Morgan, 2007b; Streeck, 2009; Whitley, 2007) . Finally, as the primary unit of analysis within much of the recent business-systems literature is the firm or the industry level rather than the national institutional setting, the approach, arguably, opens up a richer depiction of firms and the challenges that they face compared to the portrayal of firms in the VoC perspective (Casper and Whitley, 2004; Morgan, 2007a) .
Where the business systems literature may be lacking in comparison to the VoC approach is in the systematic application of the analytical framework to countries beyond Japan and those in Western Europe and North America. Although the business systems framework has been used to analyse the development of economies in Central and Eastern Europe (Czaban et al., 2003; Whitley and Czaban, 1998) , recent research in this area has tended to draw on the VoC paradigm (see, for instance, Bohle and Greskovits, 2007; Lane and Myant, 2007; Nölke and Vliegenthart, 2009) . Only a limited number of studies, therefore, has attempted to apply and extend the business systems framework systematically to other countries and regions (Wood and Frynas, 2006; Wood et al., 2011) .
Employment Relations within Business Systems
This contribution sets out five ideal types of business systems, and discusses the evidence on the links between employment relations and firm capabilities that can be interpreted from a business-systems perspective; that is, evidence that, in general, combines an analysis of firms' employment strategies, organizational objectives, and institutional setting. To be sure, not all of the research reviewed here has been conducted explicitly within a business-systems approach; it can, however, contribute to that strand of the literature. As noted above, the socio-economic reality of firms should not be expected to conform completely to any ideal type of business system. Table 1 summarizes the key characteristics of those five ideal firm types that are discussed here, the associated business system, the anticipated employment relations within the firms, and their organizational capabilities. Table 1 about here
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Fragmented
Fragmented business systems develop in environments that are characterized by low levels of trust and by unreliable formal institutions (Whitley, 1999: 59) . In other words, the rule of law is very limited or non-existent. Consequently, this makes predicting the outcomes of any legal process exceedingly difficult. The limited applicability of the rule of law is likely to reflect either a weak or a predatory state. As a result of these characteristics, commercial risks will be difficult to share. This, in turn, will mean that firms are likely to be small, be independent of political elites (cf. the situation in China and South Korea) and rely on their own, limited resources and capabilities to be competitive. These capabilities are likely, because of the low-trust and weak legal environment within which firms operate, to be confined to the owner-manager's competencies. Where links to other companies exist, these are likely to be based upon familial or strong personal ties. Similarly, within companies, owner-managers will be reluctant to share any authority with employees, and employees will, because they do not have the opportunity to develop any substantive skills, not represent a constraint on the firm's decision making. Finally, the generally low skill levels of employees within opportunistic firms as well as the dearth of opportunities for workers to develop new skills will mean that employees do not have prolonged or diverse careers in opportunistic firms.
The capabilities that such firms are likely to develop will be restricted to those of the ownermanager. Thus, opportunistic firms will only be able to co-ordinate economic activities that are within the purview of the owner-manager. The range of that co-ordination may be extended by familial or strong personal ties, but it is still likely to be limited in scope. As a consequence, most employees in opportunistic firms do not have any real discretion or ability to develop their skills, organization learning will be limited, and the propensity of the firm to acquire new capabilities will depend upon the learning of the owner-manager or a very small number of trusted managers within the firm. However, because opportunistic firms are not constrained by any employees, they will, theoretically, be able to reconfigure their capabilities quickly if they operate in markets that enable or require them to do so. In practice, of course, if the owner-manager does not possess the requisite skills both to adapt the business and to make it a success in the changed environment, the company will fail.
The informal economy in Nigeria matches many of these characteristics (Fajana, 2008 ; see also Frynas, 2006 and Wood et al., 2011 for related studies). For instance, although employment in the informal economy in Nigeria is estimated to account for 50 per cent or more of total employment, most of the enterprises in the sector are small in terms of the number of employees. In addition, such enterprises often form and then disband relatively rapidly. The formation of enterprises frequently depends upon the acquisition of new skills by the owner-manager or a small amount of capital from family or friends. Owner-managers often pay their employees relatively low wages, invest little in the development of their employees' skills, and do not countenance unions within their workplaces. The capabilities that such firms possess are restricted to the owner-manager's skills and knowledge. The survival of the enterprise, therefore, depends upon that of the owner-manager or the ownermanager continuing to take an active interest in the business or the owner-manager possessing the skills to adapt the enterprise to a changed business environment (Fajana, 2008) .
Specialized Network
Specialized networks can be distinguished between two distinctive ideal types of business system (co-ordinated industrial districts and project networks). The variation within the actual forms that adhere relatively closely to those ideal types can be quite great. Despite this, these various network forms share certain characteristics that can be used to distinguish them from other types of firms. The most pertinent distinguishing features are the typical ownership and control patterns of firms within the network, and their employment relations. These result in distinctive capabilities.
In terms of ownership, many firms within specialized networks are owned and controlled either directly by the company's founders (or their heirs) or via the stock market by institutional investors. Most firms within such networks tend to be relatively small. Within both types of specialized networks, firms are constrained to a considerable degree by employees, as it is they who have the crucial skills and knowledge that form the foundations of the firm's competitiveness. A corollary of this is that companies must also share a considerable amount of authority with their employees across a relatively wide range of issues. However, the longevity of organizational careers is likely to be limited in for many employees in specialized networks. For those in co-ordinated districts, this is because workers may seek new employment to ensure that their skills are constantly up-graded; for those in project network, because the project has been completed or because the 'project', such as developing a new bio-technology-based therapeutic treatment or a novel piece of standard applications-based software, was unsuccessful. The scope of organizational careers is likely to be low, as employees with highly valued, specialized skills and knowledge will, ipso facto, lack the necessary experience and expertise to conduct other activities within the organization.
These characteristics are likely to result in firms that, because of their small size and specialization, will find it difficult to co-ordinate with a wide variety of other companies.
This may be because firms fear the loss of key knowledge to potentially larger, more diversified competitors (Allen and Whitley, 2012) or because they lack the resources to coordinate economic activities beyond those who are similarly specialized. Such firms are also likely to have limited organizational learning capabilities, as it is the members of teams who have the expertise and who interact with one another. Consequently, learning may be embedded within teams rather than within the organization, sensu stricto. Whilst project networks that operate in fluid labour markets and in high-technology sectors are likely to be able to reconfigure their capabilities quickly, those specialized networks that resemble coordinated industrial districts are likely to have more limited reconfigurational capabilities, as a result of the slower pace of technological and knowledge evolution, and more stable labour markets (Whitley, 2010: 464) .
Many of these characteristics can be observed in different countries and regions around the world. Denmark, for instance, has, alongside large companies that are often controlled by foundations, such as the A.P. Moller-Maersk Group, Carlsberg and Leo Pharma, numerous highly successful small companies. In these latter firms, founding families frequently maintain a controlling stake in the business (Kristensen, 2006: 298) . In Germany, many of the country's Mittelstand or small and medium-sized enterprises that are significant exporters are family-owned and -controlled businesses (Simon, 2007: 330) . Similarly, high-technology firms in their initial stages will be owned and controlled by the founding entrepreneur. Even when such firms grow, and stakes in the company are often sold initially to private-equity investors, those backers will often assume managerial responsibilities within the firm, and they could be construed as direct owners who exert control over the enterprise. Even when high-tech companies become large, as, for instance, Google has done, the company can be structured in a way that provides the founders and key personnel with a controlling stake in the firm.
In terms of authority sharing, Kristensen (2006: 301) has noted that for small manufacturing firms in Denmark to remain or become competitive, they must be attractive to highly skilled workers. In order to do this, firms seek to specialize in certain processes rather than perfecting a particular product. This reduces the chances that repetitive jobs are created within the company, as a push to become more efficient in delivering a particular product is likely to result in a desire to increase volumes and, hence, to standardize certain activities.
For workers who are accustomed to conducting ever more challenging jobs, and who can readily access high-quality training courses, standardized, de-skilled jobs will not be attractive. As a result, they are likely to leave the company, and the firm may well lose its reputation and its competitiveness, as it will no longer be able to meet the requirements of sophisticated customers (Kristensen, 2006 (Kristensen, , 2011 .
This clearly illustrates, firstly, the degree of authority sharing with employees, and, secondly, the ways in which firms in co-ordinated industrial districts are constrained by their employees, as the loss of key employees will have a detrimental effect on competitiveness.
The scope of authority sharing in many Danish companies is also considerable, as hierarchies are often flat (Kristensen, 2006) . Although it is possible for skilled workers to become supervisors, engineers and production managers within companies (Kristensen, 2006: 303) , it would appear that this is unlikely to be achieved within the same company, as the Danish labour market is a highly fluid one (Croucher et al., forthcoming; Kristensen, 2006; Nielsen and Lundvall, 2006 ) that encourages workers to learn 'by moving around' (Lundvall and Lorenz, 2006: 426) . This means that the longevity and scope of organizational careers are likely to be low, as suggested by the ideal typical 'specialized network'.
Although fluid labour markets and the limited length of organizational careers will mean that there is a high turnover of personnel within Danish firms, this will not lead to reconfigurational capabilities that enable companies to alter radically and rapidly their organizational competencies. As noted above, Danish firms often seek, firstly, to increase the depth of their specialization and, secondly, to apply their capabilities to new areas; consequently, the ability of such firms to depart from that specialization, and develop expertise in radically new areas is likely to be limited.
A fluid labour market is also a characteristic of co-ordinated industrial districts in Italy. For instance, in the production of specialized machinery in Italy, it has been found that, due to a dearth of appropriately skilled employees, poaching is commonplace (Farrell and Holten, 2004) . The companies that recruited workers are able to draw on the knowledge and skills of production methods if their new employees to up-grade their organization's capabilities; whilst this may have benefits for the sector as a whole, it may deter company investments in activities that cannot be patented (Farrell and Holten, 2004) . The presence of poaching within the industry is one indication that competitors and potential competitors do not co-operate with one another. Thus, the ability to co-ordinate activities across the industry will be limited.
Where co-ordination does take place, it occurs vertically within production chains, and horizontally between firms that provide complementary rather than competing goods (Farrell and Holten, 2004) .
By contrast, specialized networks that more closely resemble professional project networks than they do co-ordinated industrial districts are more likely to have greater reconfigurational capabilities. Although this will be bounded by the variety of tasks that such networks are asked to carry out, the ability of professional project networks to recruit specialists in a range of areas, and then integrate them to ensure that the required activities are completed means that they will be more flexible -or, to put it a different way, will be capable of 'being reconfigured' in more diverse ways -than networks more commonly found in co-ordinated industrial districts that are built around key skills and organizational capabilities for a certain economic sector (Whitley, 2007 ; see also Morgan and Quack, 2005 , on 'reciprocity-based' professional networks.) Start-ups in therapeutic biotechnology in Silicon Valley resemble professional project networks in many respects (Whitley, 2007: 14) . Such firms are often owner managed either by the original entrepreneurs and founders or, more commonly, by private-equity investors who have bought a stake in the company with a view to selling it on in an initial public offering (IPO). These companies are often heavily constrained by key groups of employees, such as researchers, as it is they who underpin the company's ability to come up with new treatments before rivals that, once protected by patents, will be the source of profits for the firm. As this group of workers have advanced knowledge and skills, managers must be willing to share authority with them in meaningful ways across a number of areas. For instance, researchers must be able to use their discretion to decide which experiments to conduct in the future. This, in turn, may have wide-ranging implications for the use of the company's physical and material resources that may prevent the firm from conducting alternative projects.
However, the longevity and scope of organizational careers is likely to be low: if rivals beat the company to a new therapeutic treatment, the organization may cease to exist or managers may decide to make researchers redundant (Casper, 2007) . Similarly, if a different approach to the development of a new drug looks more promising than the firm's current techniques, the company may decide to make researchers redundant if that new approach requires a different set of hard-to-learn skills.
Compartmentalized
The key feature of compartmentalized business systems is the presence of large companies under a unified ownership structure that can co-ordinate and control activities within production chains and across related sectors that are based on common skills, knowledge and capabilities, and that can offer economies of scope and scale (Whitley, 2007: 15-16 ). Such firms are largely self-sufficient, and do not, on the whole, collaborate with other firms, and employers display little commitment to employees. These crucial features reflect ownership and control structures, as such companies are owned and controlled, in an indirect way, by institutional investors and financial markets (Whitley, 1999: 43; see also, Gospel and Pendleton, 2003) . Although these ownership patterns may not be sufficient to lead to the privileging of short-term financial objectives by firms, if they are coupled with a strong market for corporate control -that is, if firms can be acquired or taken over relatively easilythen these pressures will be more pronounced (O'Sullivan, 2000; Tylecote and Ramirez, 2006) .
Consequently, this pressure to maintain or increase short-term profitability limits the commitments that senior managers can make to both lower-level employees and other organizations, including suppliers and rival firms in the same industry (Dyer and Nobeoka, 2000; Lane, 1989) . In the case of employees, senior managers may decide that the most appropriate way to surmount any looming profitability problems is to make workers redundant (Gospel and Pendleton, 2003) . Thus, many employees will lack the opportunity to extend their skills across a range of the firm's activities (Harcourt and Wood, 2007) . Indeed, employers will be cautious about not only sharing significant authority with employees, but also granting them discretion across a range of the company's activities. If they were to share authority with employees, the organization and senior managers would, in part, become dependent on those employees, and, hence, constrained by them. This would, in turn, make dismissing such employees more difficult. The key resources in isolated hierarchies are, therefore, likely to be embodied within a senior tier of managers.
The consequences of this approach to the management of employees for the firm's capabilities are, firstly, that the ability of the organization to learn will be confined to managers, as they are the ones who have the discretion and knowledge of the company's business activities. Secondly, as most employees do not contribute significantly to the competitiveness of isolated hierarchies, the firm is not dependent upon, or constrained by them. Therefore, managers will be able to reconfigure the organization relatively easily.
Finally, because a defining characteristic of isolated hierarchies is their 'self-reliance', they will be able to orchestrate a number of activities, potentially across a number of related sectors. In other words, they will possess considerable co-ordinating capabilities (Whitley, 2010: 463-465 ).
However, the incentives of employees to their time and effort in developing cross-functional and cross-divisional skills will be low. Consequently, attempts to implement competition strategies based on incremental innovation will be severely limited in isolated hierarchies.
Indeed, employees in such firms are likely to have strong incentives to increase their specialist skills, as the commitment to them by the firm is low. They need, therefore, to ensure that they have employment opportunities with other companies. It is only relatively senior managers in such companies who are likely to have deep commitment to the company. However, the ownership structure of such companies can limit the length of employment of senior managers.
It should also be noted, though, that the compartmentalized business system, arguably, affords companies greater room for manoeuvre than other systems. As a result, managers may seek to introduce forms of 'welfare capitalism' (Jacoby, 1997) into the company; this aimed to grant employees a status within the firm, and to protect them, to a certain extent, from commercial risks. In concrete terms, US firms that pursued a policy of welfare capitalism introduced health-care schemes and training programmes for employees.
However, the types of firms that were able to implement such policies successfully were those that were sheltered from short-term financial pressures either by family ownership or by the separation of ownership and control (Jacoby, 1997) .
Centralized Hierarchy
Centralized hierarchies are associated with state-organized business systems, which are, in turn, linked with environments in which the state is prevalent in economic decision making, and exerts a powerful influence over intermediary organizations. For instance, in such business systems unions are either weak or controlled by the state. As a consequence, wage bargaining, if it is conducted in any meaningful way, is likely to be de-centralized. The reluctance of such states to forbear the presence of unions is likely to be extended to business associations if these act as an impediment to the state's direction of the economy (Whitley, 2007: 43) . Indeed, individual companies will be heavily dependent on state agencies and officials in such states, which are likely to control in a direct way access to funding, permits to operate in certain markets, and the use of crucial resources. A corollary of these characteristics is that centralized, hierarchical firms, which operate in such states, will not grant much discretion to employees. Relatedly, employers will see few advantages in offering employees long and extensive careers. Similarly, long-term commitments to business partners or competitors will be difficult to establish, as firms' cardinal relationships are with the state and its agencies rather than other companies (Whitley, 1999: 61-62; Whitley, 2007: 43) .
Indeed, centralized hierarchies are likely to remain under the control of founding families even if shares are owned by institutional investors. This is, perhaps, most clearly illustrated by the appointment (or attempted appointment) of family members to senior management positions within Samsung. Samsung is a listed company, but it is, through crossshareholdings, a family-controlled one.
In terms of capabilities, centralized hierarchies are, as an extension of the ability of the state to direct economic activities, likely to have considerable co-ordinating capabilities. Similarly, such firms are likely to possess significant reconfigurational capabilities if this is required by the state. This latter capability also reflects centralized hierarchies' ability to take decisions free from any constraints imposed by employees, except top managers. Centralized hierarchies' independence from most employees will mean their capability to learn as an organization will be minimal. Indeed, any organizational learning that does take place is likely to be confined to senior managers.
Employment relations within Hyundai Motor Company, which forms part of Hyundai, one of South Korea's oldest and largest family-owned conglomerates or chaebol, closely resemble those outlined within the ideal type of a centralized hierarchy. For instance, the company used the dormitory system to enable workers to be closely supervised and controlled (Cho, 1999 , cited in Lansbury et al., 2006 . This indicates that little authority was shared with employees. Research by Lansbury et al. (2006: 138) 
reveals that, despite Hyundai Motor
Company adopting certain employment practices in its South Korean facilities from Mitsubishi Motor Company, the firm did not involve its employees in some aspects of decision making at the plant level, maintained high-status differentials between workers and managers at the plant level, and did not enable shop-floor employees to be promoted to higher positions within the plant. This reinforces the idea that little authority sharing occurs within the company. It also indicates that organizational careers are limited in scope for nonmanagerial employees.
These aspects conform to the ideal type of centralized hierarchy outlined above. Although Lansbury et al. (2006) did not examine organizational performance, other evidence indicates that South Korean companies have found it easier to reach the same productivity levels as local competitors in sectors in which crucial knowledge is explicit rather than tacit, and in which knowledge is embodied in machinery or equipment (Jung and Lee, 2010) . This, too, is consistent with the above framework, as organizational learning is likely to be limited to top managers in centralized hierarchies. Lower levels employees do not contribute to organizational learning. As a result, the ability to generate new knowledge to improve existing products or create new ones is limited. However, the success of South Korean firms in the mobile-phone industry, to which they were relative late-comers, suggest that their ability to co-ordinate different capabilities across different economic activities is considerable (Hu and Hsu, 2008) .
Although there are, clearly, many differences between South Korea and Russia, the term centralized hierarchy can be applied to companies in Russia, too. In general, employers are free to determine the style of employment relations within companies (Croucher and Cotton, 2009 ). This often results in a lack of trust between managers and employees (Domsch and Lidokhover, 2007) . In addition, the longevity and scope of organizational careers has decreased (Linz and Semykina, 2008) . These conditions suggest that organizational learning in Russian companies will be confined to senior managers. Indeed, evidence from Dixon et al. (2007) indicates that those Russian oil companies that they analysed and that exhibited these characteristics had weak organizational learning capabilities in the areas of exploitation and exploration. In addition, and in contrast to South Korean companies, the Russian firms that conformed relatively closely to the centralized hierarchy ideal type also lacked extensive co-ordinating capabilities.
Collaborative Hierarchy
Collaborative hierarchies develop in collaborative and highly co-ordinated business systems, which are characterized by institutional supports for co-operation between collective economic actors. These institutional supports can, inter alia, be provided by the state, which plays a co-ordinating, but not directive role in the economy. In order to achieve this, the state may encourage the development of intermediary bodies to play a role in the formulation and implementation of (para-)public policies (Whitley, 1999: 62) . The significant role played by banks, as opposed to stock markets, in providing credit to companies also facilitates this cooperation, as banks are often closely connected to their debtors, and they cannot easily withdraw their funding if market conditions change. This results, to a certain extent, in the success of banks and their debtor companies becoming intertwined (Whitley, 1999: 62) .
Therefore, the owners of companies are committed to them, and will not sell their stakes if short-term difficulties are encountered, as institutional investors are likely to do.
Partly as a result of this commitment to firms by their owners, managers are able to adopt a longer-term approach to the business. Consequently, employers will be able to share authority with employees in terms of both depth and breadth, as the pressures to reduce staffing levels as a result of a downturn in profits will be less than they are in companies owned by a number of institutional investors. In addition, employees who form part of the core workforce will be less wary about investing in firm-specific skills, as the company will be under less pressure to make workers redundant in response to decreases in profitability. In other words, the length of job tenures will be increased, and this will enable companies to create a workforce with firm-specific skills. This, in turn, will mean that internal labour markets will be important, and any vacant positions within the firm are likely to be filled by existing employees. A corollary of these factors is that collaborative hierarchies will be constrained by their employees.
In terms of organizational capabilities, collaborative hierarchies will possess strong coordinating abilities, as employees are encouraged to develop firm-specific skills, and employees, especially those in highly co-ordinated business systems, are moved between departments; this gives them greater insights into the firm's various functions and division.
Hence, co-ordination should be easier to achieve (Whitley, 2010: 466) . The emphasis on firm-specific skills and internal labour markets within collaborative hierarchies will mean that they will have considerable organizational learning capabilities, as, firstly, credible employment commitments will lessen workers' concerns about sharing knowledge, and, secondly, employees will have strong incentives to deepen their firm-specific knowledge to improve their career prospects. However, radical reconfigurational capabilities are likely to be severely hindered precisely because of these commitments (Whitley, 2010) .
Germany is, perhaps, the archetypal collaborative business system. Despite the increase in the presence of foreign institutional investors on the German stock market, such investors are far less prevalent than they are in the UK, as Table 2 shows. Moreover, this change in the ownership profiles of large German firms has not heralded an emphasis on shareholder value in company decision making (Börsch, 2007) . Many shares in German companies are held by non-financial firms; this indicates a degree of cross-shareholding amongst German companies. Such owners can be expected to be committed, and so will not sell their stakes in another company if profits in that other company decline. It is also worth noting that the data on stock-market capitalization as a percentage of gross domestic product indicates that the stock market, and, hence, institutional investors play a much greater role in financing companies' activities in the UK than they do in Germany.
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The ownership characteristics of many German companies enable them to adopt a long-term perspective on the development of the company. This has been complemented by labourmarket institutions, such as works councils and sectoral collective agreements, which, although not as widespread as they once were, and although sometimes functioning in ways that run counter to archetypical ones (Brewster et al., 2007; Hassel, 1999; Streeck and Hassel, 2003) , still play an important role in many German firms (Allen, 2006) . These institutional factors have, in general, created co-operative employment relations in German companies (Haake, 2002; Streeck, 1992) . Indeed, these institutional factors do not just lead to collaborative employment relations, but can also promote other outcomes that are likely to be beneficial to firms that rely on a relatively high proportion of the company's workforce for their competitiveness. For instance, works councils and collective wage agreements have also been found to be associated with fewer difficulties recruiting, and retaining employees; lower levels of absenteeism; and reduced quit rates (Allen, 2006) . These outcomes strongly suggest that firms are in a position to build upon their employees' commitments to increase their firm-specific skills. Such skills are likely to be of particular value in sectors that are characterized by relatively limited competence destruction risks. This could be because products are improved incrementally, and knowledge is cumulative; that is, new knowledge builds upon existing knowledge. For instance, in the automobile sector, product improvements in general require, inter alia, production employees who, firstly, have a deep understanding of how their activities fit into the rest of the manufacturing process, and, secondly, put forward suggestions to improve productivity, and the quality and variety of the finished vehicles (Crouch et al., 2009 ). In the enterprise-software sector, products are customized to the client firm's demands. In order to compete in this sector, firms must be able to draw on the skills and knowledge of employees who, firstly, have a strong understanding of the firm's products, and, secondly, can comprehend, and cater to client firms' evolving demands. In other words, employees have firm-specific knowledge that must be upgraded in an incremental fashion to improve the firm's service to customers (Casper and Whitley, 2004 ).
In the latter sector, Casper and Whitley (2004) have shown that sectoral collective wage bargaining, which eases employees' fears over possible exploitation by employers if they have firm-specific skills that severely limit their ability to change employers; corporate governance regulations that grant employee representatives a say in major decisions within large companies; employment-protection legislation that hinders dismissals; and works councillors within individual establishments who must be consulted on matters relating to work organization have led to co-operative workplace employment relations. This has, in turn, created the conditions under which investments in cumulative, firm-specific knowledge can be undertaken. As a result, Casper and Whitley (2004) find that German companies are more competitive in the enterprise-software sector than their UK rivals are.
In the automobile sector, Jürgens (2008) Japan is, arguably, the paradigmatic example of a highly co-ordinated business system. However, once again, it would be incorrect to argue that all inter-organizational co-operation and firms in Japan closely resemble a highly co-ordinated business system, and collaborative hierarchies, respectively. For instance, small firms that offer limited job guarantees, if any, and that do not develop employees' skills form part of the Japanese manufacturing sector (Whitley, 2005 ; see also Keizer, 2008) . These do not conform to the archetypal Japanese firm, but do complement them (Morgan, 2007b) . In addition, foreign institutional investors have, collectively, acquired large stakes in Japan companies. Their aim has often been to promote greater returns to shareholders (Jacoby, 2007; Olcott, 2009) . Their success, however, is debatable, as, inter alia, corporate governance regulations and existing business linkages have hindered their efforts (Jackson, 2009; Jacoby, 2007 ; see also Keizer, 2009 ).
In common with firms in collaborative business systems, those in highly co-ordinated business systems have committed owners. In kereitsu, or corporate networks that are underpinned by ownership ties, this can take the form of a major shareholding by the bank that forms part of the network as well as stakes held by other firms in the group (Jackson, 2009; Vogel, 2006) . This facilitates a long-term perspective amongst senior managers within large companies, as the threat of being acquired or taken over is diminished. Consequently, the commitments that managers can give to employees about long-term employment security, as least for the firm's core workforce, are more credible. This, in turn, helps to create the conditions under which employers can devolve considerable discretion in both degree and scope to employees. However, for this to happen, employers must also be sanguine that employees will not 'hold up' the firm; that is, employees will not use their key position within the firm to increase their share of the firm's profits by threatening, for example, to delay or halt production. The presence of enterprise rather than industry unions in Japan encourages employees and their representatives to focus on their own firm's prospects rather than consider industry-wide developments (Whitley, 1999) . Similarly, established norms amongst large firms not to poach skilled workers as well the sharing of information on wage rates limit the possibilities and incentives for such workers to change employer (Whitley, 2007: 52; see also Sako and Kotosaka, 2012) . This is reinforced by seniority-based pay in large Japanese companies. As a result of these institutional factors, large Japanese companies are constrained to a significant extent by their employees.
This enables them to generate strong co-ordination capabilities of economic activities across the network (Dyer and Nobeoka, 2000; Lam, 2005) . They also have considerable organizational learning capabilities. These can be related to the practice within many large Japanese companies of encouraging employees to have several areas of responsibility that may overlap with those of others; this encourages employees to develop a holistic and longterm understanding of the firm's activities and objectives. This contrasts with the situation in many large US companies that adopt a narrower perspective on employees' organizational responsibilities, which leads employees to focus on a restricted range of objectives. This, in turn, hinders organizational learning (Hamel, 1991) .
Internationalization, Business Systems, and Multinational Companies
As noted above, the heightened internationalization of product, capital, and some labour markets has reduced the homogeneity of national (and sub-national) business systems. It has also opened up, at least theoretically, the possibility that firms -in particular, multinational companies (MNCs) -will be able to develop distinctive capabilities that transcend national borders and that are independent of any particular institutional environment (Whitley, 2010: 479) . If MNCs can free themselves from their institutional environments, the business systems framework would be undermined. This issue has been addressed within the business systems literature; it is somewhat downplayed in the Varieties of Capitalism paradigm.
However, it is important to highlight that the effects of internationalization on firms' coordination mechanisms and competitive capabilities are likely to be significant only when important resources are located overseas; overseas subsidiary managers play a major role in decision making and capability development; and domestic policies, including employmentrelated measures, are adapted to, and by, foreign sites (Whitley, 2010: 479-480) . In the absence of these, MNCs will, in general, find it difficult to develop transnational capabilities.
If they fail to create and maintain such capabilities, MNCs will not differ, as strategic economic actors, to similar, yet purely domestic firms. To be sure, within a single MNC, domestic establishments and foreign locations may have capabilities that enable them to compete successfully within the markets they serve; however, their capabilities will remain separate unless organizational practices and routines are changed within the MNC to encourage transnational organizational learning. Learning within firms is likely to be characterized by the transfer of new ideas, skills, and knowledge from innovating subsidiaries to other parts of the organization (Whitley 2010) .
A corollary of this is that the number of MNCs that develop distinctive transnational competitive capabilities -as opposed to those that rely on a collection of discrete competencies located within national subsidiaries -is likely to be low (Whitley, 1998 (Whitley, , 2001 (Whitley, , 2010 . This is particularly so, as the development of transnational organizational learning is likely to characterized by employees making investments in firm-specific skills. This, in turn, will require employees and the MNCs' business partners to be committed to the creation and enrichment of its cross-border competencies.
A number of implications for MNCs' employment relations follow from this. Firstly, the creating employee commitment across the organization will require authority to be shared with those employees. Employees in different locations will need to be able to make important decisions as well as contribute to others within the firm. Secondly, employee commitment for senior managers across the MNC is likely to depend upon them being offered the credible prospect of organizational careers if they contribute significantly to organizational learning. In other words, very senior positions within the firm should not be the preserve of those from the MNC's home country (Whitley, 2010 ).
As noted above, the willingness of owners and employers to grant decision-making powers to lower level employees and to provide organizational careers will be shaped significantly by institutions. Consequently, the ability of subsidiaries of an MNC that are based in varying types of institutional setting to share authority with employees will differ as will their ability to offer organizational careers (Whitley, 2010) . Indeed, even MNCs from countries, such as Japan, that have been able to offer credible long-term employment commitments to their core workforce may find it difficult to operate in the same way abroad (see much of the evidence cited in Morgan et al., 2003) . Thus, Japanese manufacturing subsidiaries in the UK were unable to offer long-term employment commitments to British workers (Morgan et al., 2003);  this is likely to have reduced their ability to learn from the UK. In addition, MNCs may struggle to adapt organizational routines to foreign locations. For instance, Lam (2003) has found that those subsidiaries of Japanese MNCs that sought to gain access to external sources of knowledge often found it difficult because the firms were centralized and authority was not shared with subsidiary managers. By contrast, US MNCs were able to tap into overseas sources of knowledge to a greater extent. If knowledge and skills in specific areas are becoming increasingly dispersed across the world, the country of origin of the MNC may play an important role in the extent to which the company can draw on foreign competencies and integrate them across the whole of the firm.
Conclusions
This contribution has put forward evidence to corroborate the links between business systems, firm types, employee relations, and organizational capabilities within the business system framework. However, there are relatively few studies that attempt to detail the institutional setting of firms; the technological and market risks associated with different subsectors of the economy; the resultant organizational capabilities needed to surmount those challenges; the employment practices and routines required to create, maintain, and develop those competitive competencies; and the ways in which firms' institutional settings helps or hinders companies implement those routines successfully. This is, perhaps, not surprising.
However, from a business systems perspective, analyses that focus on, say, the links between firms' institutional settings and employee turnover halt the analysis too early. From a business system perspective, the analysis should be extended to encompass the links between employee turnover as well as the ability, or otherwise, of firms to compete in their relevant product markets. Similarly, those analyses that, for example, examine the links between organizational routines, such as the ways in which work is organized and careers are structured, and organizational capabilities should be deepened so that they incorporate the influence of institutions on the ability of firms to pursue certain routines, and, hence, their ability to compete successfully.
To be sure, this is no easy task. Recent developments in the international economy will make it even more arduous. The internationalization of product, capital and some labour markets means that the opportunities that firms have to overcome domestic institutional constraints have been increased. However, the ability of companies to draw on these institutional resources is likely to depend on the nature of those resources, including their 'transferability'.
Thus, some sources of finance may be able to companies in many more locations than was previously the case: Kazakhmys, a Kazakh mining company, is, for instance, listed on the London Stock Exchange, potentially making its owners a dispersed group of investors. By contrast, certain forms of knowledge may be embedded within public science systems, which may hamper the ability of foreign companies to gain access to that knowledge (Allen and Whitley, 2012) . Thus, the internationalization of certain markets means that firms institutional settings must be specified rather than inferred from any macro-level framework.
As Kazakhmys illustrates, the company may have a more dispersed ownership structure, and be subject to UK regulations on publicly quoted companies, but it is still embedded within the Kazakh business system, as some of its most influential owners and many of its senior managers are Kazakh and its main assets are there. Employment relations are, therefore, likely to be shaped most strongly by the Kazakh employment system. In addition to the increasing internationalization of certain institutional resources, some countries have seen heightened institutional diversity at the sub-national level. For instance, the UK has witnessed moves to devolve certain policy-making responsibilities to Scotland, Northern Ireland, and Wales. Consequently, institutions, such as public funding related to industrial policies, have become increasingly varied (Allen and Whitley, 2012) . Thus, diversity has increased even within states that may have once been regarded as offering a homogeneous institutional setting to companies. This requires researchers to take heterogeneity into account in their analyses.
This enhanced diversity in the institutional settings of firms that has been wrought by increasing internationalization and heightened sub-national variation also draws attention to the role of actors. In particular, it highlights the ways in which they can select institutional resources to enhance their competitive positions. This, in turn, has implications for the our understanding of the perceptions of collective actors, such as firms, employers' associations, and unions, in the process of institutional displacement, layering, conversion, and drift (Streeck and Thelen, 2005) . This implies that institutions are not static, but are subject to contestation by a range of actors with varying levels of autonomy (See, for example, Kristensen and Zeitlin, 2005; Mahoney and Thelen, 2010; Morgan, 2007b) . These issues are ones that are likely to be at the heart of analyses that draw on the business systems framework in the future. By doing so, future studies will extend a framework that has already provided key insights into the systematic variation in firms, their priorities, their capabilities, and their levels of competitiveness across a range of countries. 
